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STATEMENT  OF 


JAMES  H.  HUSTIS 

TeuqxKaiy  Receiver 
BOSTON  AND  MAINE  RAILROAD 

BEFORE  THE 

INTERSTATE  COMMERCE 

COMMISSION 

IN  REQUEST  FOR  FIFTEEN  PER  CENT 
INCREASE  IN  FREIGHT  RATES, 
WASHINGTON,  D.  C. 
MAY  7,  1917 


The  Boston  and  Maine  Kailioad  consists 
of  twenty-three  hundred  miles  of  raihoad 
connecting  the  business  and  manufacturing 
centers  of  Massachusetts,  New  Hampshire, 
Maine,  and  Vermont  with  each  other,  with 
points  in  Canada  and  New  York  and,  through 
the  gateways  in  New  York  and  Canada,  with 
the  West.  It  carries  imports  from  the  sea- 
board to  the  West  and  exports  from  the  West 
to  the  seaboard.  It  extends  along  the  coast  Tenitofy 
of  New  England  for  over  one  hundred  miles 
from  Portland  to  Boston,  and  connects  the 
coast  with  the  interior.  It  is  of  importance,  importance  of 
not  only  to  the  commerce  of  peace,  but  also  p"*^®*""^®* 
to  the  transportation  of  soldiers  and  munitions 
in  time  of  war.  It  is  not  now  in  a  condition 
to  perform  the  duties  which  it  may  be  called 
upon  to  perform  either  in  time  of  peace  or  in 
time  of  war.  At  no  time  in  its  history  has  it 
been  more  desirable  than  now  that  this 
system  should  be  put  in  a  position  to  properly 
serve  the  public.  It  is  believed  that  the 
granting  of  the  15%  increase  in  freight  rates 
asked  in  this  proceeding  will  materia^y  assist 
to  bring  this  about.  In  order  to  understand 
the  situation,  a  brief  history  of  the  last  six- 
teen years  of  its  existence  is  necessary. 

While  many  of  the  railroads  composing 
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this  system  are  among  the  earliest  of  those 
built  in  Massachusetts,  it  is  sufficient  for  the 
purposes  of  this  hearing  to  consider  the  history 

hm^».  of  the  system  since  these  raiboads  were  all 

united  on  July  1,  1900.  During  the  sixteen 
years  which  have  elapsed  since  then,  the  ton 
miles  of  the  system  have  increased  92%  and 
its  passenger  miles  have  increased  26%  with 
practically  no  change  in  the  mileage  of  the 

Lack  of  facUities.  system ;  but  its  facilities  have  not  kept  pace 

with  its  increased  business.  This  situation 
has  been  particularly  in  evidence  during  the 
last  eighteen  months,  when  the  demand  on 
these  facilities  has  been  greater  tJian  ever 
before. 

But  the  situation  is  not  wholly  new,  and 
Z^^^tiaa,  the  investigation  of  the  New  England  Rail- 
roads by  your  Commission,  which  began  in 
the  spring  of  1912,  was  occasioned  principally 
by  alleged  bad  service  on  the  Boston  and 
Maine  Railroad.  This  investigation  was  fol- 
lowed by  what  has  been  termed  a  "Conference 
of  Railroad  Commissioners,"  held  at  the 
suggestion  of  your  Board.  All  the  members 
of  the  Raikoad  Commissions  of  Maine,  New 
Hampshire,  Vermont,  and  Massachusetts  par- 
ticipated in  this  conference.  The  findings  of 
the  conference  were  concurred  in  by  Com- 
misffloner  Prouty.  On  November  24,  1913, 
in  the  Conference  report  it  is  stated  that : 
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"The  Boston  and  Maine,  upon  the  basis  of 
its  present  rates,  is  bankrupt;" 

and  further, 

"the  present  financial  condition  of  the 
Boston  and  Maine  is  critical.  The  most 
embarrassing  feature  is  that  nobody  can 
tell  exactly  what  should  be  done  to  pro- 
tect the  just  interests  of  all  concerned. 
It  may  finally  turn  out  that  these  proper-  co^eremi'of 
ties  should  be  thrown  into  the  hands  of  Railroad 
a  receiver  and  pass  through  a  process  of 
reorganization,  but  this  would  be  a 
calamity  which  ought  to  be  avoided  if 
possible.  Nothing  can  be  done  hastily. 
The  present  condition  was  years  in  the 
forming  and  will  require  years  in  the  cor- 
rection. For  the  moment  there  is  need 
of  patience  and  cooperation.  If  disastCT 
is  to  be  avoided,  all  interested  parties 
must  exercise  forbearance  and  must  un- 
dergo temporary  inconvenience.  .  .  . 

"The  public  must  expect  to  sustain 
some  part  of  this  burden.  It  should, 
perhaps,  during  this  acute  stage  abate 
something  from  the  demands  which  under 
ordinary  circumstances  would  be  reason- 
able. It  should  not  be  taxed  for  the 
mismanagement  of  this  property,  but  it 
should  remember  that  the  cost  of  fur- 
nishmg  the  service  now  demanded  has 
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Report  verified. 


increased  and  that  this  property  is  en- 
titled to  a  fair  return.   We  are  satisfied 
that  the  section  of  New  England  trav- 
ersed by  this  raihoad  desires  a  high-grade 
and  efficient  service  and  will  willingly 
pay  a  reasonable  price  for  that  service 
when  it  can  be  known  what  that  is." 
The  prediction  of  this  Conference  as  to  the 
seriousness  of  the  situation  was  verified  to 
the  extent  that  on  August  29,  last,  the  proper- 
ty was  placed  in  the  hands  of  the  Court. 

Its  prediction  as  to  the  calamity  that  would 
follow  receivership  will  be  further  verified 
unless  rehef  in  the  way  of  a  substantial  in- 
CTease  in  rates  is  afforded. 
A  process  of  reorganization  is  under  way, 

return  necessary 

the  necessary  state  legislation  having  been 
SrSUS^^."    obtained  to  make  it  effective,  but  unless  the 

properties  can  be  made  to  earn  a  reasonable 
return  on  their  investment,  dissolution  of  the 
properties  to  their  former  parts  seems  inevi- 
table. If  the  combined  system  could  not  earn 
a  reasonable  return,  it  is  obvious  that  the 
component  parts,  when  operated  separately, 
would  be  in  a  worse  position,  and  the  result 
would  be  disastrous  both  to  the  owners  of 
the  property  involved  and  the  interests  served 
by  them. 

Since  1900,  the  business  of  the  road  has 
shown  a  steady  increase  except  during  the 
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depresfflons  of  1908^-1909  and  1914-1915,  but, 
because  of  its  pecuUar  financial  structure, 
httle  has  been  done  towards  coordinating  the 
different  railroads  for  system  operation  be- 
cause the  leased  roads  would  not  authorize 
expenditures  beyond  their  possible  require- 
ments under  separate  operation.   There  have 
been  two  notable  exceptions  in  this  respect, 
the  providing  of  a  modem  yard  and  a  modem 
shop  at  a  total  expense  of  approximately  five 
miUions  of  dollars,  and  the  advantages  of  both 
have  been  fully  demonstrated  during  the  past 
two  years.   But,  like  all  railroads  built  many 
years  ago,  large  sums  are  needed  to  modernize  esptnMtutm 
the  property  and  make  it  an  effective  trans- 
portation instrumentality.   Bridges,  many  of 
which  are  very  old,  are  not  of  sufficient 
strength  for  heavy  power.   More  tracks  and 
sidings  must  be  installed  to  admit  of  freer 
movement  of  traffic.   Yards  must  be  pro- 
vided for  the  classification  and  prompt  dis- 
patch of  freight.    Terminals  must  be  modern- 
ized.  Engine  facilities  must  be  provided  to 
care  for  heavier  power,  and,  generally,  con- 
siderable expenditures  must  be  made  to  pro- 
vide for  changed  condiUons.   Large  expendi- 
tures must  be  made  on  the  signal  system. 
The  present  wooden  passenger  cars,  of  which 
9%  are  40  years  oM  or  over;  10%,  30  to  40 
years  old;  and  27%,  20  to  30  years  old  (or 
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FkciUtlM  Inade- 
qoate  for  jweat 


Present 


1916  results 


46%  20  or  more  years  old)  must,  as  rapidly 
as  possible,  be  replaced  by  modern  equip- 
ment. Freight  cars  must  be  purchased  to 
provide  the  road's  quota  of  equipm^t  for 

general  use. 

This  was  the  condition  of  the  road  in  the 
fall  of  1915  when  the  demands  of  much  in- 
creased traffic  overtook  it,  and  its  inability  to 
take  freely  from  its  principal  western  con- 
nections business  offered  was  largely  due  to 
inadequate  facilities  to  meet  the  present 
demands  of  traffic. 

During  the  past  three  years  the  enabling 
legislation  aheady  referred  to  has  been  passed 
and  it  was  hoped  that,  with  such  a  reorgani- 
sation, and  with  the  reconstruction  of  the 
system  financially,  good  credit  would  return 
and  the  necessary  money  for  making  the 
expenditures  already  referred  to  could  be  ob- 
tained, but  the  Adamson  Law  followed,  and 
tile  war  followed  that. 

The  figures  for  1916  were  abnormal.  Reve- 
nues increased  11.6%  over  the  previous  year, 
the  largest  increase  of  any  one  year  over  the 
preceding  year.  On  the  other  hand,  expendi- 
tures for  maintenance,  while  as  high  as  the 
average  for  eight  year&,  were  lower  than 
would  have  been  the  case  had  there  not  been 
an  acute  shortage  of  unskilled  labor.  For- 
tunately, expenditures  for  Muntenanee  of 
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Way  and  Structuxes  and  for  Maintenance  of 

Equipment  during  1913,  1914  and  1915  had 
exceeded  the  Mke  in  any  previous  year  and 
when  shippers  diverted  freight  frran  regular 
channels  to  the  Boston  and  Maine  liaikoad  it 
was  possible  to  carry  a  considerable  portion 
of  the  increased  business  which  was  oS&ed. 
Fixed  charges  were  earned  in  every  month 
throughout  the  year  for  the  first  time  in  the 
history  of  the  road. 

During  the  past  six  months,  expenses  have  increased  cost  «f 
increased  enormously.   The  effect  of  the 
present  prices  will  not  be  fully  felt  until 
another  year,  but  from  the  best  estimate  we 
have  been  able  to  obtain,  there  will  be  added 
to  the  cost  of  operation  for  the  current  year 
approximately  $7,250,000 
divided  as  follows:  '■ 
Adamson  Law  and  other  increases 
in  wages  already  granted  or 

pending  $2,000,000 

(If  points  of  difference  now  un- 
der discussion  by  committee  of 
eight  are  decided  in  favor  of  em- 
ployes, this  amount  will  be  ma- 
terially increased.) 

Licreased  cost  of  fuel  supply   3,1 50,000 

Increased  cost  of  other  materials  .  1,500,000 
Increase  in  rate,  45c  to  75c  per  day , 
for  freight  car  hire  (6  months 

only)   600,000 
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Eflfect  of 
Adamson  Law, 


Increased  OMt 
ollueL 


While  the  individual  items  may  change 
somewhat  when  actual  figures  are  available, 
yet  it  is  b^eved  that  the  total  amount  of 
increased  expenses  for  the  current  year  is  con- 
servatively stated. 

This  amount  represents  13%  on  the  entire 
operating  revenues  for  the  last  calendar  year 
(the  largest  revenues  in  the  history  of  the 
road).  On  freight  revenue  alone  these  in- 
creased expenses  of  $7,250,000  amount  to 

2iy2  %. 

Less  than  22%  of  the  employes,  and  those 
the  higher  paid  men,  were  affected  by  the 
Adamson  Law.  Because  of  the  effect  of  the 
Adamson  Law,  and  also  because  of  the  higher 
cost  of  hving  and  the  scarcity  of  labor,  it  has 
been  necessary  to  readjust  other  wages  to  a 
higher  scale. 

As  to  the  matter  of  fuel,  about  two-thirds, 
or  approximately  one  million  tons,  of  the  fuel 
used  by  the  Boston  and  Maine  is  received  by 
water.  We  had  two  contracts,  one  of  which 
has  recently  expu-ed,  the  other  will  expire 
shortly,  at  60c  and  80c  per  ton,  respectively,  for 
water  freight.  The  best  rate  we  are  able  to 
get  at  the  present  time  for  water  freight  alone 
is  $3.00,  and  upward,  a  ton  for  a  one-year 
contract. 

As  to  the  price  of  coal  at  the  mine,  the 
Boston  and  Maine  is  now  paying  $3.15  per 
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ton,  upward,  as  against  an  average  of  $1.25 
per  ton  under  form^  contracts.  To  what 
extent  or  how  soon  these  rates  will  be  reduced 
is  problematical,  but  the  judgment  of  those 
qualified  to  know  is  that  the  cost  of  water 
transportation  and  of  fuel  will  remain  high  for 
some  time. 

As  to  the  increased  cost  of  material,  we  see  incmMed  amt 

no  immediate  prospect  of  any  considerable 
reduction  within  the  near  future. 

There  has  been  an  increase  in  the  per  diem  locnne  in  iat« 
rate  for  hire  of  freight  cars  from  45c  to  75c  '"'"'•«'^^* 
per  day  which  means  practically  an  addition 
of  one  hundred  thousand  dollars  a  month 
since  the  15th  of  December,  1916,  and  at  the 
present  time  this  is  still  in  force.  This  was 
tentatively  accepted  by  the  railroad  because 
of  representations  that  a  pubhc  crisis  existed 
demanding  such  action. 

Based  on  the  traffic  for  the  calendar  year 
1916,  which  considerably  exceeded  the  figures 
for  any  other  year  in  the  history  of  the  road, 
the  proposed  increase  in  freight  rates  would 
add  approximately  four  million,  six  hundred 
thousand  dollars  to  the  freight  revenue  of  the 
Boston  and  Maine.  It  has  already  been 
pointed  out  that  the  estimated  increase  in 
expenses  for  the  current  year,  based  on  the 
same  amount  of  traffic  as  the  previous  year, 
will  amount  to  about  seven  million,  two 
hundred  and  fifty  thousand. 


12 


Proposed  increase 
in  freight  rates 
will  not  meet 
increased  cost  of 
operation. 


Boston  and 
Maine  efficiency 
essential  to  New 
England. 


The  increase  in  the  expenises  as  estimated 

will,  therefore,  exceed  the  estimated  increase 
in  revenue  by  two  million,  six  hundred  and 
fifty  thousand  dollars  a  year  at  the  present 
time.  For  the  calendar  year  1916,  the  Boston 
and  Maine's  balance,  after  payment  of  fixed 
charges  with  no  dividends,  amounted  to  less 
than  four  miUion,  eight  hundred  thousand 
dollars,  which  was  the  largest  balance  in  the 
history  of  the  road. 

From  this  it  is  evident  that  the  Boston  and 
Maine  not  only  needs  the  proposed  increase 
of  15%  in  freight  rates  now  under  discussion, 
but  considerably  more,  if  its  credit  is  to  be 
restored,  and  it  expects  to  apply  to  the  Com- 
mission in  the  immediate  future  for  further 
changes  to  meet  its  particular  requirements. 
But  it  has  felt  that  this  application  for  a 
horizontal  increase  of  15%  lies  at  the  threshold 
of  the  case,  ought  to  have  precedence,  and 
should  not  be  complicated  by  the  peculiar 
^tuation  of  the  New  England  roads. 

The  efficiency  of  the  Boston  and  Maine 
Railroad  system  is  essential  to  the  priosperity 
of  that  portion  of  the  New  England  States 
through  which  it  passes.  It  is  also  essential 
to  the  proper  protection  of  the  coast  and  of  the 
population  in  time  of  war.  The  system  can 
only  be  made  efficient  by  the  expenditure  of 
large  sums  of  money,  and  these  sums  can  only 
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be  obtained  by  making  good  the  credit  of  the 

system. 

There  is  but  one  source  firom  which  this 
credit  can  come  and  that  is  the  assurance  that 
tibe  receipts  from  fares  and  freight  will  be 
diffident  to  meet  tl^  interest  upon  the  money 
invested  in  the  property.  It  is  confidently 
believed  that  the  people  of  New  England, 
and  the  people  of  the  United  States  generally, 
are  ready  to  have  rates  and  fares  put  at  a 
figure  which  shall  ensure  a  proper  income  to 
the  railroads  which  serve  th^n.  The  people 
reaUze  that  an  efficient  railroad  system  is  of 
very  great  pecuniary  value  in  business  and 
to  manufacturers.  • 

If  the  dictates  of  pubhc  opinion  are  to  be 
followed;  if  the  population  and  property  of 
New  England  are  to  be  protected  fnuu  a 
foreign  enemy  in  time  of  war;  if  the  manu- 
facturer, shipper,  and  consumer  of  New  Eng- 
land and  of  the  United  States  are  to  be  fur- 
nished with  proper  railroad  facihties,  this 
increase  now  sought  for  is  an  absolute  neces- 
sity. 
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